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Abstract - In order to harmonize accounting practices among countries, the International Accounting Standards Committee 
(IASC) had the mandate to formulate, and publish in the public interest accounting standards to be observed in the 
presentation of financial statements. However, from 2001, the mantle was handed down to the International Accounting 
Standards Board (IASB). Most countries therefore have adopted the International Financial Reporting Standards (IFRS) – 
formerly International Accounting Standards (IAS) wholly or in part.  
This study seeks to analyze Ghana’s adoption of the International Financial Reporting Standards in the year 2007 and 
specifically to ascertain from the professionals in the field the relevance of adopting the IFRS standards in Ghana. Also, the 
determinants of the adoption of these standards will be examined. The study also examines the compliance of companies to 
the IFRS standards in Ghana. This study employs quantitative research methodology in examining the benefits of adopting 
these International Financial Reporting Standards in Ghana. 
We find that the professionals in the accounting field in Ghana deem the adoption of these standards to be of immense 
benefits especially to the international companies operating in the country and the local companies. It is also relevant in that 
it serves to entice investors into the country. We also find that out of the five main determinants of the adoption of IFRS 
standards, external influence ranks top, followed by capital market needs, then economic growth. Lowest were legal system 
and ineffective previous accounting system.  We also find that over sixty (60%) of the twenty companies were fully 
complying with IFRS standards. 
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I. INTRODUCTION   
 
1.1 Background  
The advent of international trade and globalization 
has necessitated the need for a common accounting 
method that meets the needs of diverse countries. 
Financial statements prepared with according a 
specific country’s local accounting system cannot 
satisfy the information needs of investors, business 
partners, financiers and decision-makers. Hence, the 
introduction of the International Accounting 
Standards serves the interest of all players in the 
international trade chain. It cannot be refuted that the 
developed countries are at the forefront of the 
accounting revolution. However, it is worth noting 
that developing and emerging markets are the target 
of the world’s leading industries that are operating in 
the saturated western countries.  Therefore, it can be 
said that the benefits of the introduction of 
International Accounting Standards (IAS) is twofold. 
First, International Accounting Standards helps 
companies in the advanced countries to better 
undertake their activities in developing countries 
(Zeghal and Mhedhbi, 2006). Second, foreign 
investment is a major boost to the economies of 
developing countries and potential investors may 
demand vivid and comprehensible financial 
information - underscoring the reason why 
developing countries must adopt International 
Accounting Standards.  

The International Accounting Standards Committee 
(IASC) was founded in 1973. The main objective of 
the IASC was to formulate uniform and global 
accounting standards. The committee settled on the 
International Accounting Standards and this was 
revised in the 2001 to the International Reporting 
Standards and the new standard setting body came to 
be called the International Accounting Standards 
Board (IASB) (Carlson, P, 1997). This study focuses 
on how Ghana as a typical case of a developing 
economy adopted the International Financial 
Reporting Standards in 2007 and how relevant the 
adoption is after ten (10) years. This study also seeks 
to assess whether companies are complying fully with 
these standards. However, the issue of compliance 
will not be featured in the paper as it’s an ongoing 
research.  
1.2 Research Gap and Objective of the Study 
Ghana adopted the IFRS standards in the year 2007, 
ten years ago. Most companies especially the 
international ones and the local ones with the vision 
to go international are all applying these standards of 
accounting.  Foreign investors now find it easy to 
make investment decisions because they have access 
to financial information that meet international 
standards and easy to compare with that of other 
countries. Ten years on, little has been documented 
about the adoption, motivations for the adoption, 
implementation, relevance, and compliance to these 
standards (Zeghal and Mhedhbi, 2006).  
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In this light therefore, this study will seek to examine 
the adoption of the IFRS standards in Ghana, the 
relevance of these standards from the point of view of 
professionals who have used the standards for ten 
years now. Additionally, the factors affecting the 
adoption of International Financial Reporting 
Standards by Ghana would be analyzed in this study. 
More so the study will seek to ascertain whether 
companies are fully complying with these standards.  
 
1.3 Research Questions 
This study would examine critically the following 
areas with respect to the adoption of Ghana's 
International Accounting Standards. 
 
 What are the factors affecting the adoption of 

IFRS in developing countries and in this case 
Ghana? 

 Are companies in Ghana fully complying with 
these standards? 

 What is the practical relevance of adopting IFRS 
by developing countries - Ghana? 

 What are the demerits in the adoption of IFRS in 
developing countries and specifically Ghana? 

 
II. LITERATURE REVIEW 
 
2.1 Brief Overview of Accounting in Ghana 
Ghana adopted the British educational system hence 
the accounting system.  During the colonial rule, all 
the businesses in Ghana were owned by the British 
and hence were managed by the British. This meant 
that the accounting method employed were the 
British standards. For Ghanaians to rise to manage 
such sizable enterprises would mean that they had to 
be trained in the British educational system. This 
applied equally to the accounting profession as well 
Wijewardena and Yapa (1998). Hence, all the 
Ghanaian nationals who wished to study accounting 
had to study in one of the British professional 
accounting bodies, thereby spreading the British 
accounting standards across the length and breadth of 
Ghana. The need for more local accountants arose 
hence, some “British accounting bodies set up 
examination centers in a few major cities in 
developing countries allowing local people to obtain 
British professional accounting qualifications while 
working in their own countries” (Johnson & Caygill, 
1971 cited in Wijewardena & Yapa, 1998).  After 
independence however, a few British qualified 
accountants formed the elite professional body that is 
similar to the Institute of Chartered Accountants of 
England and Wales and named it the Institute of 
Chartered Accountants of Ghana. (Briston, 1978 cited 
in Wijewardena and Yapa, 1998).   
IFRS Relevant or Irrelevant to Developing 
Countries 
Chamisa (2000), using Zimbabwe as a case 
concluded that IAS is relevant to developing 
countries especially those practicing capitalism. Scot, 

1968 posits that to developing countries lack the 
structure to develop their own standards hence it is 
appropriate that accounting technology be transferred 
to these countries (Scots, 1968 cited in Chamisa, 
2000). It is also argued that the development of these 
accounting standards is closely linked to the existence 
of capital market and hence could be said that they 
are interdependence (Perara, 1989), (Zeghal et al 
2006), (Bristle, 1978). Therefore, it is relevant for 
developing countries with capital markets of adopt 
IAS.  Mahon 1965 and Scott, 1968 as cited in 
Chamisa 2000 pointed that “improved standards of 
financial reporting and auditing are needed in many 
countries to develop internal capital markets”. This 
assertion proves the relevance of IFRS to the 
development and sustenance of the Ghanaian capital-
market and other developing capitalistic countries as 
well. 
On the other side of the coin, Perera (1985) found 
that IAS is not relevant to developing countries since 
the standards were set by the developed or 
industrialize countries (Perera, 1985). In developing 
countries, Samuels and Oliga cited in Chamisa, 
(2000) argued that the public sector is very large and 
dominates the economy. In their view, the dominance 
of the public sector in most developing countries 
makes the adoption of IAS in these countries 
irrelevant. 
2.2 The adoption of IFRS in Ghana 
With the International Financial Reporting Standards 
(IFRSs) and International Standards on Auditing as 
the benchmarks for assessing national standards, the 
World Bank conducted a review of accounting and 
auditing practices in Ghana in the year 2004. This 
was presented in its Report on Observance of 
Standards and Codes (ROSC).  
 
Several gaps were observed in the Ghana National 
Accounting Standards and these gaps included that 
the Institute of Chartered Accountants, Ghana 
(ICAG) had no clear legal mandate to set national 
accounting standards and that the capacity of ICAG 
needs strengthening to adequately function as an 
effective professional accountancy body. Also Ghana 
National Accounting Standards (GAS) was found to 
be outdated and differ significantly with International 
Accounting Standards and also the Ghanaian 
professional accountants’ Code of Professional 
Conduct needs updating. It also found that the 
professional accounting education and training is not 
adequate. Further, the report stated that monitoring 
and control of the practical experience requirement is 
inadequate in Ghana. More so, it was found that no 
effective mechanism exists to enforce requirements 
for accounting and financial reporting provided in the 
Companies Code. Additionally, it stated that the legal 
requirements on accounting and reporting by 
companies, banks, and insurance companies are not 
consistent with International Accounting Standards. 
Finally the report indicated that there were huge 
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compliance gaps with respect to the Ghana National 
Accounting Standards (ROSC 2004). 
The World Bank then after the study offered various 
recommendation on how the accounting practices in 
Ghana could be improved and these included raising 
awareness of investors, directors, managers and 
auditors to improve the degree of compliance with 
financial reporting requirements by publicly traded 
companies. It also recommended that Ghana fully 
adopt International Accounting 
Standards/International Financial Reporting 
Standards (IFRS) without modifications and ensure 
mandatory observance of these standards (ROSC 
2004). In the year 2007, Ghana finally adopted the 
International Financial Reporting Standards.  
 
2.3 Determinants of the Adoption of Accounting 
Standards 
Choi et al (2007) and Nobes et al (2004) discussed 
factors such as the external environment, legal 
system, economic growth ineffective previous 
standards and the capital market needs as the main 
dictators of the adoption of IAS by countries. 
Globalization can be another factor that would drive 
developing countries to adopt IFRS standards. 
However, we are of the view that globalization comes 
about as a result of economic growth hence the two 
are the same.   
Nobes et al (2007) posits that the adoption of IFRS by 
developing countries to a larger extent is influenced 
by external factors such as foreign investors, 
international accounting firms, and international 
financial organizations. Also, they argue that the legal 
system either common law or code law can influence 
the adoption of IFRS standards by countries.  Ghana 
thereby adopted the common law legal system of the 
British. In this light, independent accounting bodies 
possess certain degree of legal backings to take 
decisions that the government do not interrupt. In a 
sense, these accounting bodies legally become 
autonomous and could if deemed necessary adopt 
accounting standards that would benefit the country 
and the accounting profession as a whole. 
Economic growth which measures the wealth of a 
country is also another factor that affects the decision 
to adopt IAS standards. It is argued that as the 
economy grows the demand for more accurate, 
reliable, complex financial information also grows 
and this demand requires a corresponding 
sophisticated, high-quality accounting system and 
standards Choi et al (2007), Nobes et al (2004).     
Capital market plays a major role of allocating 
resources efficiently among the different economic 
sectors and among firms within each sector Choi et al 
(2007) and Nobes et al (2004). According to 
McSwenney et al (1984), “the pressures exerted by 
investors are important; investors require quality 
financial information in order to be able to make 

optimal choices when they analyze investment 
opportunities” (Mhedhbi, 2006). 
Ineffective previous standards may be a reason for the 
adoption of IFRS standards in a country. If the 
previous accounting standards do not meet the 
satisfaction of both locals and the international 
players then it is better adopt IFRS to satisfy the 
accounting needs of all in the country. 
 
III. RESEARCH   METHODOLOGY 
 
In this study, quantitative research that is a structured 
questionnaire designed with the aim of deriving 
information from respondents is employed (Hague et 
al, 2004). In this instance, questionnaire was prepared 
with the expected results or answers in mind. The 
questionnaire was given to a variety of companies 
who are using the IFRS standards in Ghana. Data 
collected from the quantitative method is analyzed 
using SPSS and Microsoft Excel and the results 
presented and interpreted.  Only the excel analysis are 
presented in this paper. 
To ensure that the study is reliable, the study relied 
on diverse and renowned authors of accounting in the 
literature review. Comparisons of various conclusions 
made by various studies were carefully examined.  
Questionnaires designed for collecting data was 
critically designed in line with the literature review.  
In order to enhance the degree of validity various 
sources of evidence are necessary. In this study, we 
employed diverse sources from which we obtained 
the needed information. Questionnaires were sent to 
selected companies and institutions as well as 
personally exploring the accounting practices of some 
of the companies for three months. Results from 
existing studies were also compared to the results 
obtained from this study. 
 
IV. EMPIRICAL STUDY AND FINDINGS 
 
4.1 Quantitative Research Analysis 
 An overall of twenty questionnaires were distributed 
to different companies mainly in the financial, 
telecommunication, auditing, and retail sector of the 
Ghana's economy.  Out of these twenty 
questionnaires, fifteen responded. Out of the fifteen 
responds, two institutions stated that they have no 
idea about what IFRS is and that they cannot 
specifically state which accounting standards they are 
using in preparing financial statements and reporting. 
The companies include: Millicom Ghana Limited 
(Tigo), Ecobank Ghana Limited, IPMC, Standard 
Chartered Bank Ghana, Barclays Bank, Price 
Waterhouse Coppers Ghana (PWC), Unique Trust 
Bank, Vodafone Ghana, Airtel Ghana, Multinational 
Telecommunications Networks (MTN) among others. 
The responses were analyzed using excel.  



International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-2, Feb.-2018 
http://iraj.in 

Relevance of and Compliance with International Financial Reporting Standards to African Countries- Ghana 
 

51 

 
Figure 1: Factors Affecting the Adoption of IFRS 

 
Economic Growth  
As the economy of a country grows it impacts 
positively on the development of accounting systems 
and practices. It has be examined that as the economy 
grows the need for an improved and sophisticated 
accounting system becomes more and more pressing 
hence moving these countries to adopt IFRS. The 
graph above depicts the views of the respondents on 
the extent to which they agree that economic growth 
affects the accounting system. The graph shows that 
about 83% of the respondents agree that economic 
growth of Ghana influenced the adoption of IFRS in 
the country.  
Legal System 
Ghana adopted the legal system of their colonial 
masters, the common law system. Under the common 
law system independent professional bodies 
formulate and regulate the accounting practices in 
Ghana. This system allows these independent bodies 
to take certain decisions without government 
interference so far as it’s within their legal mandate. 
The Institute for Chartered Accountants Ghana 
(ICAG) for instance is backed by the constitution of 
Ghana to regulate the accounting needs of the country 
as a whole. The results as shown in the figure above 
posit that a little over fifty percent (52%) of the 
respondents agrees that the legal system affects the 
adoption of IFRS in Ghana. Considering how 
massively the other indicators scored, it can be said 
that legal system is not conclusive in influencing the 
adoption of IFRS. 

External Environment (UN, World Bank, IMF) 
It is a known fact that economies of developing 
countries such as Ghana heavily rely on donor agents 
such as the UN, World Bank, WHO, IMF, IFA etc. 
Access to funds from the world's financial institutions 
would require some transparency on the part of the 
beneficiary countries. More so, foreign investors, 
multinational corporations, international accounting 
firms, may affect the adoption of IFRS in a country. 
In the case of Ghana for example, the World Bank 
recommended Ghana to adopt fully the IFRS 
standards after carefully examining the Ghanaian 
National Accounting (NAS) system and finding 
several gaps in those standards. Ninety five percent 
(95%) of the respondents agreed that external 
environment dictated the adoption of IFRS in Ghana. 
Capital Market 
Capital market plays a major role of allocating 
resources efficiently among the different economic 
sectors and among firms within each sector Choi et al 
(2007) and Nobes et al (2004). According to 
McSwenney et al (1984), Investors exert a lot of 
pressure on companies to ensure transparency and 
accountability and to meet this high demand requires 
sophisticated accounting system. The high quality 
accounting information would help investors to make 
optimal choices when they analyze investment 
opportunities” (Mhedhbi, 2006). To satisfy this 
requirement, companies tend to adopt IFRS which is 
internationally recognized as a reliable accounting 
system. The figure above depicts that ninety two 
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percent (92%) of the respondents agree with the 
assertion that the existence of capital markets affected 
the adoption of IFRS in Ghana.  
Ineffective Previous Accounting Standards  
Ineffective previous standards may be a reason for the 
adoption of IFRS standards in a country. If the 
previous accounting standards do not meet the 
satisfaction of both locals and the international 
players then it is better to adopt IFRS to satisfy the 
accounting needs of all in the country. The World 
Bank uses the International Financial Reporting 
Standards (IFRSs) and International Standards on 
Auditing as the benchmarks for assessing national 
standards. The World Bank conducted a review of 
accounting and auditing practices in Ghana in the 
year 2004. This was presented in its Report on 
Observance of Standards and Codes (ROSC).  
Several loopholes including outdated standards, non- 
conformance of some standards with international 
standards, no implementation guide on the Ghana 
National Accounting Standards, and also there were 
no measures to enforce compliance with the existing 

Ghana National Accounting Standards. Agriculture, a 
major contributor to the GDP in Ghana was 
conspicuously missing from the Ghana National 
Accounting Standards which to some extent renders 
the Ghana National Accounting Standards ineffective 
in Ghana  
However, responses from our respondents indicate 
that ineffective previous accounting standards do not 
have any influence on the adoption of IFRS in Ghana. 
As depicted on the graph above, about 37% of the 
respondents agreed that ineffective previous 
standards affect the adoption of IFRS in Ghana. 
Compliance to IFRS by companies in Ghana 
Respondents were asked to answer whether from 
their point of view; their companies were in full 
compliance with the IFRS standards, moderate 
compliance or low compliance. Compliance to the 
adopted standards would mean that companies are 
putting the standards to the best of use and this will to 
a larger extent benefit the shareholders and the users 
of financial information. 

 
Figure 2: Compliance to IFRS Standards in Selected Companies- Ghana 

 
Out of the twenty (20) companies, questionnaires 
were sent to, one (1) out of the twenty representing 
five (5) percent were of the view that their company 
was doing poorly in complying with IFRS standards 
adopted ten (10) years ago. 14 percent representing 7 
companies posit that their companies were 
moderately complying with the IFRS standards in 
Ghana. 12 companies representing 60 percent also 
stated that their companies were in full compliance to 
IFRS standards.   
Relevance of Adopting IFRS in Ghana 
Questionnaires were sent to various companies and 
institutions seeking to assess the relevance of the 
adoption and practice of IFRS standards in the 
company in question and the country as a whole. 
Ghana has adopted these standards for ten (10) years 

now. The following are the sample responses of the 
various respondents: 
First, the adoption of IFRS has been relevant to 
Ghana because companies can now prepare 
consolidated statements without the need and 
pressure to prepare two separate financial reports. 
Second, respondents mentioned that IFRS provides 
uniformity and comparability of results of companies.  
Third, respondents mentioned consistency in 
accounting treatment as a benefit of the adoption of 
IFRS in Ghana. The IFRS provides the rules for all in 
the accounting profession hence consistent. 
Fourth, respondents were of the view that the 
adoption of International Financial Reporting 
Standards has attracted many foreign investments into 
the country and especially their companies. 
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Fifth, local companies desiring to go international 
have been able to do so after the adoption of IFRS.  
Sixth, access to capital and loans from international 
organizations by the government, companies and 
other institutions has been easier with the adoption of 
IFRS standards in Ghana.  
Demerits of the Adoption of IFRS in Ghana 
Respondents were asked about the disadvantages that 
the adoption and compliance with the IFRS brings. 
The following are the various points the respondents 
specified to be the main obstacles: 
First, the adoption of IFRS has increased the cost of 
training staff to use these standards.   Second, 
increased in consultancy cost is another demerit 
associated with the adoption of IFRS standards in 
Ghana.  
Third, increased cost resulting from putting in place 
internal control measures to ensure complete 
compliance with these standards.  
Fourth, some respondents argue that some of the 
standards do not apply in the Ghanaian setting. A 
typical example is IAS 15 (Information Reflecting the 
Effects of Changing Prices).   
Fourth, also difficulty in the implementation of these 
standards in Ghana is a major setback respondents 
mentioned. Some of the standards do not correspond 
to the financial information needs of the country. 
Fifth, complexity of the IFRS as compared to the 
Ghana National Accounting Standards was 
mentioned by a respondent that it hinders compliance 
to these standards.  
 
CONCLUSIONS  
 
The need for local companies to go international and 
the advent of foreign investors expanding to 
developing countries has given rise to the need to 
develop accounting standards that ensure uniformity 
and standardization of reporting financial information 
standards. The IASB in its capacity developed the 
International Financial Reporting Standards which 
seeks to satisfy the need for a universal financial 
reporting system.  
Many researchers have studied the adoption of 
IAS/IFRS in mostly the developed countries.  
However, a few have studied the adoption, 
implementation and compliance of developing 
countries with these standards. A mention can be 
made of Zimbabwe, Egypt, Kazakhstan and a few 

other developing countries Hassan (2008), Chamisa 
(2000), Rahaman (2004), Tyrrall et al (2007). 
The main objective of this study is to assess the 
relevance of the adoption of IFRS standards in Ghana 
and the factors that influenced the adoption of IFRS 
in Ghana ten years ago. We also examined whether 
companies are complying with the IFRS standards in 
Ghana. We find from the professionals that adoption 
of international accounting standards are of immense 
relevance to Ghana after the ten years of adoption. 
We also established that external environment, capital 
markets needs and economic growth are the main 
influential factors in the adoption of IFRS standards 
in Ghana. The least among them are the legal system 
and the poor previous standards.   We finally find that 
majority of companies are complying fully with IFRS 
standards in Ghana. 
It is our goal to study into details which standards that 
companies find difficult to comply with and also the 
gaps in the IFRS after it has been used for ten (10) in 
Ghana. 
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